
The technology sector has borne the brunt of the selling 
in the past 24 hours; for example the technology heavy 
NASDAQ Index in the US fell by 4.1%. So the selloff 
definitely has a whiff of profit taking about it. 

Some profit taking in technology probably isn’t that 
surprising considering its strong performance this year. 
Prior to yesterday’s session the NASDAQ Index was up 
13% so far this year and stocks like Apple, Amazon and 
Netflix were up 35%, 60% and 85% respectively. 

The other likely factor behind the selloff is the marked 
rise in US bond yields in particular in the past couple of 
weeks. This feels like a rerun of February this year, when 
a selloff in the bond market was the main catalyst behind 
the jump in stock market volatility then. Not surprisingly, 
President Trump has been quick to lay the blame for the 
selling on higher bond yields, singling out the Fed for 
criticism for its gradual interest rate rises since he took 
office.  

Any rises in global bond yields have tended to come 
sporadically in the past year and our view is that when 
yields rise like this, it can cause some short term 
dislocation in markets. The global selloff last night and 
even the instability in the Italian stock market in the past 
week (as Italian bond yields rose) are good examples 
of this. At the start of this year we guided that the likely 

direction for bond yields was up, as the outlook for 
economic growth and inflation improved and as central 
banks bought fewer bonds through Quantitative Easing 
programs. 

So the rise in bond yields of itself isn’t a huge surprise. 
In reality this reflects a stronger economic outlook so 
it should be viewed as a positive. At this stage of this 
economic and market cycle, growth in the economy and 
in company fundamentals is likely to be the key driver of 
stock markets. 

Our view is that the growth picture remains positive 
but that we are in the later ‘innings’ of this economic 
and market cycles. Therefore we believe markets can 
push higher but future gains are likely to come with 
more volatility than in the past few years. 

Last night’s market action looks like an example of this 
volatility and again underlines the need for investors to 
have a long term investment horizon and a diversified 
portfolio, both of which should help in dealing with selloffs 
like this.
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Past performance is not a reliable guide to future performance.


